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National Real Estate Cycles 


MORTGAGE MONEY 
eae IS MORE AVAILABLE 


LTHOUGH the average inter - 

est rate on recorded mort- 

gages continued to increase, 
there are indications that mortgage 
money is more available than during 
the first six months of this year. 
This will be reflected in the record- 
ed rate bya decrease in the cur- 
rently reported 6.209 percent (page 
354 of this bulletin) in about four to 
six months. Recorded mortgage in- 
terest rates lag actual market rates 
because loan commitments are fre- 
quently made four to six months in 
advance of theirneed. Also, average 
recorded mortgage interest rates 
include FHA- and VA-insured loans 
at their fixed interest rates without 
adjustment for discounts, and 
therefore, tendto reflect a lower 
than market rate during a period of 
tight money. 




















Tight money has been one of the 
factors dampening mortgage activi- 
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MORTGAGE ACTIVITY BY REGIONS 
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ty during 1960. The charts opposite show the number of mortgages recorded 
per 10,000 families in each region compared with the national average. Here it 
can be seen readily that the Mountain Region, which includes the rapidly devel- 
oping metropolitan areas of Arizona, experienced no decrease in mortgage ac- 
tivity during this period of tight mortgage money. The more mature and devel- 
oped areas of the New England and Middle Atlantic Regions were most severely 
hit by the tight money market. 


There are still discounts on FHA- and VA-insured mortgages, but they are 
slightly less than at the beginning of the year. The Federal Housing Adminis- 
tration reported that secondary market prices on FHA-insured mortgages on 
July 1, 1960, averaged $96.7 per $100 of outstanding loan amount. During De- 
cember 1959 the average net price was $96. 4. 


Average Net Prices for FHA-Insured 5-3/4% New-Home Mortgages 
Immediate Delivery Transactions - 25-Yr. Maturity - 10% Downpayment 











Zone December 1, 1959 July 1, 1960 
Northeast $97.7 $97.9 
Middle Atlantic 97.0 97.7 
Southeast 96.1 96.4 
North Central 96.2 96.7 
Southwest 96.4 96.5 
West 96.3 96.2 
UNITED STATES 96.4 96.7 


Prices below $100 reflect market interest rates above the 5-3/4 percent 
rate on the mortgage. The difference between the amount outstanding on the loan 
and the net price is the present value of the difference between interest payments 
at the market rate and interest payments at the fixed rate of 5-3/4 percent. 


Another indication of the easing mortgage market is the reduction in the 
number of mortgages offered to the Federal National Mortgage Association and 
the reduction in the amount of purchases which it has made during the last 
three months through its secondary market operations. The chart on page 
352 shows this decline. This is an important indicator of the mortgage market 
because, when money is tight, original holders of FHA-insured mortgages sell 
to FNMA since they cannot find buyers in the private market. 


There have been two reasons for the availability of mortgage money. In 
the first place the lower level of construction and real estate activity has eased 
the demand for mortgage funds. Secondly, savings have increased, and thus 
have maintained the supply of mortgage funds. Construction activity, new fam- 
ily accommodations per 10,000 families, in cities of all sizes shows a decided 
drop from the last quarter of 1959 to the first quarter of this year. The value 
of new construction, seasonally adjusted, during June was $4.4 billion, about 
1 percent below May 1960 and 5 percent less than June 1959. Real estate ac- 

(cont. on page 352) 
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PERCENTAGE ASSETS IN MORTGAGES 
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(cont. from page 349) 
tivity, the number of voluntary transfers per 10,000 families, decreased each 
month from November 1959 to April 1960, at which time the trend seems to 
have reversed. Both May and June show a greater than seasonal increase in 
real estate activity (see table on page 354). 


The increase in savings is shown by the net savings inflow to savings and 
loan associations. During the first five months of 1960 net new savings in- 
creased $2.4 billion, an increase of 5.6 percent over the same period last 
year. Onthe other hand, savings and loan lending activity, dollars of loans 
made, decreased 9.5 percent during the first five months of 1960 compared 
with the same months of 1959. 


The tables and charts on pages 350 and 351 show another trend that is 
helping the mortgage market. Since 1946, the sixty largest insurance com- 
panies have been allocating an increasing share of their funds to mortgages. 
In 1946, mortgage investment constituted only 14 percent of total assets. In 
1959, however, the mortgage share had increased to 34 percent. Total as- 
sets, however, more than doubled from $45.1 billion in 1946 to $101. 3 billion 
in 1959, so that the mortgage market not only received an increased share of 
the insurance investment, but an increased share of a bigger pie. This trend 
has continued during 1960. The Wall Street Journal report of investments by 
33 major life insurance companies shows a 14 percent increase in their mort- 
gage investments during the first six months of 1960. 


$ 200,000, es P . 


anal SECONDARY MARKET OPERATIONS OF FNMA 


180,000} 7 4 
1 70,000} ; ; = Ee 


| | | | 
190,000) | = DOLLAR VOLUME |! 
| $0,000} : t-— a 


a Hy 
130, ' 


§ 20.000; 









— 








10,000} 


1 00,0001 


80,00 





DOLLAR VOLUME 


70,000) 
€0,000} 


50,000} 





$960,753 


. 








DOLLAR VOLUME | 
OF PURCHASES 





40,00} 


“a 








KC 
30,000} 





20,000}-— 





10,000}-— 




















1955 1956 1957 1958 1959 1960 




















INCREASES IN BUILDING COSTS SINCE 1939 


St. Louis 
July 1960 


SIX-ROOM BRICK HOUSE (FRAME INTERIOR)* 
Content: 23,100 cubic feet 
1,520 square feet 

Cost 1939: $ 6, 400 

(27.7¢ per cubic foot; $ 4.21 per square foot) 
Cost today: $20, 483 

(88. 7¢ per cubic foot; $13.48 per square foot) 
INCREASE OVER 1939 = 220. 0% 


FIVE-ROOM BRICK VENEER HOUSE* 
Content: 24,910 cubic feet 
1,165 square feet 

Cost 1939: $ 5,440 

(21.8¢ per cubic foot; $ 4.67 per square foot) 
Cost today: $17, 372 

(69. 7¢ per cubic foot; $14.91 per square foot! 
INCREASE OVER 1939 = 219. 3% 


SIX-ROOM FRAME HOUSE* 
Content: 24, 288 cubic feet 
1,650 square feet 

Cost 1939: § 5,671 

(23. 4¢ per cubic foot; $ 3.44 per square foot) 
Cost today: $19, 240 

(79. 2¢ per cubic foot; $11.66 per square foot) 
INCREASE OVER 1939 = 239. 3% 


6-ROOM CALIFORNIA BUNGALOW - NO BASEMENT 
Content: 12,119 cubic feet 
992 square feet 

Cost 1939: § 3,392 

(28.0¢ per cubic foot; $ 3.42 per square foot) 
Cost today: $10, 923 

(90. 1¢ per cubic foot; $11.01 per square foot) 
INCREASE OVER 1939 « 222. 0% 


STANDARD BRICK RANCH HOUSE 
Content: 16,250 cubic feet 
840 square feet 

Attached garage - 200 square feet 
Without garage - $13, 561 

(83. 5¢ per cubic foot; $16.14 per square foot) 
Garage - $1, 046 

($5.23 per square foot) 


CONTEMPORARY FRAME RANCH HOUSE 
(Dry Wall) 
Content: 12,285 cubic feet 
1,170 square feet 
Carport - 320 square feet 
Without carport - $14, 048 
($1.14 per cubic foot; $12.01 per square foot) 
Carport - $656 
($2.05 per square foot) 


*Costs include full basement. 
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